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On Jan. 4 Foreign Minister Jose Angel Ciliberto publicly denounced what he described as a
"campaign" against Venezuela directed by the committee of foreign bank creditors. Ciliberto
referred to an article published by the WALL STREET JOURNAL (1/3/87) as a "vulgar hoax by the
international financial press." In the article economist Paul Levy was cited as saying that Venezuela
is a "fool's paradise" with dubious prospects for obtaining new credits. Caracas is currently
requesting concessions on the payment of its $21.2 billion public sector foreign debt.
The minister said Levy's opinions are part of a campaign to garner support for the rejection of
Venezuelan demands on the renegotiation of the public sector debt by the foreign bank committee.
Venezuela, a founding member of the Organization of Petroleum Exporting Countries (OPEC), lost
$5 billion in oil revenues last year as a result of low prices in the world market. Before the oil price
reductions, export of crude oil accounted for 90% of the country's export revenue.
The Venezuelan request for modification of refinancing agreements with foreign banks signed in
February, derives from a contingency clause which ties debt service payments to export income
derived from oil sales. The February restructuring established a debt repayment schedule of 11-1/2
years at an interest rate 1.125% above the LIBOR (London inter-bank rate).
Caracas is asking for deferment of principal payments for 1987, 1988 and part of 1989, and a
reduction in the interest rate. According to a UPI report (1/4/87), the current round of negotiations
has reached a stalemate due to questions about the country's real economic situation. Venezuelan
central bank statistics indicate a 3.3% growth rate last year for the non-oil gross domestic product
(GDP). The JOURNAL article mentioned a study by Levy which states that analysis of the
Venezuelan economic situation is extremely problematic due to the absence of reliable statistics.
In the study Levy emphasizes the continual deterioration of Venezuela's foreign currency reserves.
As reported by PRENSA LATINA (1/5/87), some Venezuelan politicians and economists have
reacted to claims by the international financial press exemplified by the JOURNAL article about
the country's shaky economy by demanding a suspension of foreign debt payments. Several
government officials told local reporters that such claims constituted pressure applied by foreign
bankers.
President of the national economists association, Domingo Maza Zavala, said statements
about a Venezuelan fool's paradise and national economic decline are evidence of professional
incompetence. He pointed out that such remarks only damage expectations regarding the country's
capacity to deal with the on-going economic crisis. In any event, said Maza Zavala, like many other
debtor nations have realized, it is "silly" for Venezuela to be committed to paying the foreign debt.
Debt payment in the short or the long term is simply impossible under existing payment conditions.
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Former presidents Rafael Caldera and Luis Herrera Campins told reporters the foreign debt is
unpayable. Under present conditions in the international oil and raw materials markets, said
Caldera, there is no way debt payment obligations can be met without seriously compromising
national economic development. Herrera Campins pointed out that the government was cognizant
of future difficulties in keeping debt payments up to date. For this reason, Caracas was careful to
include a last resort contingency clause in the rescheduling agreements signed in February. The
creditor banks, he said, apparently are now unwilling to accept the contingency clause as a basis for
a necessary and inevitable rescheduling.
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